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inference is hereby made to Bureau report of 
dated Ma y 10, 19g, at Wew Ibrk, relative to 0. S. Petroleum 
Inc. "Wider Department Item Number 57, beginning at page 114 of t 
report, it appears thafr YhtPUT ftr rt * T *i- Tne r> U subsidiary of 
U. S. Petroleum Carriers ) in order-Jj^u alif^loa^ 

by deDosit of » check for ll 75Q T (X) Q 1 r_ttotTg m^ately after~lfcs „ 


by deposit or a^cpec K rpr f eua * vc x y ^ 
d eppglte&JP iq returned# . _ - , ..*.«•■ v - .. ^ ■ 

Inasmuch as the use of the above device jeay have jfttetjtt g. 
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instances^ It.iS. re quested, 
t he respects as outlined pel 

X« Was the $750,000* deposit included in the cash talaaMr 
of $1,424,360.31 as of December 31,_1950^or waa^it credited to 
misce llan eous and accrued accounts receivable? If it «as the lati«u, 
and since the source of $700,000. of the $750,000 was Ariona, was 
Ariona indebted to Victory Carriers and ^at was ths nature of ^ v • ' 

indebtedness? In this connection, please obtain a copy of Aridna'a ^ . 

memorandum to Simpeon, Spence and To mg, which la mentioned on p. 
of the report. Did Simpeon, Spence and Toung make up the bslanee mf <: v^^>> 
$50,000?', Was this a loan or was Simpeon, Spence and lbung indebted £ u *S r sv 
to Victory? -;v-vi£> Aul^' n 
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December 28, 29, an! 30, 1950? 


3.* On p. 115 of the report, the cash balance of Victory, S ; 
as of December 31, 1950 was $1 ,424,360 .31| «n p. 120 the cash halanoa 
ie shoen to have been $813,267.19 on January 15, 1951, before isBuapce;V'. ^ 
of any checks that day. Ihls would soem to indict 
was disbursed In fourteen days. What were .these 
nature, made to wbta and how do they affect 'the 
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. on September 27, 1950 fer January 1, to Jt 
- v, >■■■ , / balance of $1^13,053*SS| e° Warch 3J, 195v, — » ».n. » « »« . .*■ 

;■ vv . V filed for January 1, te p«ceAer‘31, 1949, shewing a cash ^ 

^ f : . ' $1,167,151.96. It is retjusstea that the accuracy of t&feftrptgt$ 

' *•' be c backed to determine whether the aame were bolstered in any way^ 

- misdlar to that described al 
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5. Under contract MCC 62235 dated May 25, 1949/ Victory J 


Carriers purchased 7 Victory ships frcm Maritime under mortgage aid* 
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"■ Under Maritime General Order 60, Victory Carriers bad 

meet specified financial 

'*: • Under the contract Victory was allowed to qualify for eaeb\- : ^^^. - 
weasel before title passed* Thereafter, Victory was required to main^&S^'i ■* 
tain working capital and a net worth eufficieat to support the continued..-;,-- 
mortgage aid* ’ •*-• - 

The seven Victory ships were acquired (title passed) under.^.._ , ^ 
the contract between Jons 28, and October 6, 1949«*7*’^-^^^ 

To meet the financial requirement of General Order 60/v'^^i. 1 -. * 
Victory Carriers submitted to the Commission, certified balanoe •=■•"■-' 

sheets as of -the following dates* ^ 


June 21, 1949 
June 29, 1949 
July 13, 1949 
July 31, 1949 
August 31, 1949 
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These financial statements were certified by the fin of Arthur Anderson 
and Company, 67 Wall Street, Hew Turk City* • r \\ ri - 

These balance sheets set forth the cash position and paid,;'~ : >" ; ^ 
in eapital surplus of Victory on the respective dates as follows * 


Cash 


Capital Surplus 






June 21, 1949 
June 29, 1949 
July 13, 1949 
July 31, 1949 
August 31, 1949 •*• 


• * • 
♦ ** 


I 398,215.50 ... | 1,248,215 • 50 

683,287*50 < .... 2,035,215*50 

1,699,862.50 ... 3,215,715.50 

1,650,57649 t ; 3,607^15.30.1^^^ 

1,633,92743 - 3,607/215.50^^^^ 
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The correctness of the above-noted cash positions should 
be determined and also whether the capital surplus was actually paid 
into the ccspany. These funds should be followed to determine their T *£' v w 
original source. US PC will probably be shewn as the source .(If beak 
loans are involved what was posted as security for the loans?) . 

/> * ■ * -- ■ - l -■ - v* *-wV ^ ' 

The Inc on tad dlBtureeaentt of Tictory (notmta o»or 
$5,000.00) should be obtained and aoifeduled far the period May 2 


1949 to January 15, 1950. 


■ Determine if tbexe were any other exchanges of funds im - 

large amounts between Victory end its parent company or SiJ^on,^/ j ^>^Si7 ; '^ f ' • 
Spence and S>mig during the years 1949 - 1952, inclusive. A eheck^*^^ V ' 
ef smounts over $1W,000.00 is suggested. T, C **$ ' 
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6 * Determine whether the charter hire on the 
Victory Ships was promptly remitted by Transatlantic £a to Victory* 7 !^^;^. _ 

If not, were the charter earnings of these ships connitted 'to..tt» <^r^^V.-. _.\ 
repayment of any bank loans* Were the payments made direct to' - : ' 

Victory or to some bank* . 

V *• ■• - -• " ■•' . :• * ?: i Jr „ 

■r- - ;•. 7 , Determine whether there were any exchanges of tend* ' ’. 

in large amounts between Victory Carriers, Inc., and Pacific Thnkera •' 

Inc* (Western Tankers, Inc*), Oceanic Transport Corporation, Marinas ■** 
fading Co., Inc*, or Ocean Tteding Company, Inc< y ^ 

8 * In Jnly, 1950, Victory Carriers purchased s took of . 
Pacific Tankers* The price was $1,877,000* lbs down payment wae%?^^te^:- 
$800,000* Was this sum ever paid? las it a cash transaction? ®iatj^r-^— • 
was the source of the fends? Has the balance doe on the stock ’ 
been paid? 
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Attached are Photostats dated June ?, 
the Criminal Dlviai'-n of the Department outlining Invest 1- - . 

cation to he conducted concerning Victory Cerrlers, 

• subsidiary or v. a. revrojcuY*; , ^^^:';-;”-''| 1 ^: 
nalrea reference to the report of- SA ‘ »«✓ 

I . M O . - 1 _ _ — ~~ - * th i 


Fey 10, 19??* »t Kew York concern 'rg 
Carriers. 
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' Two copies of the Photostat ere being **™£**i{&^ 
to the Kew YorV Office and -ne cony la belnr forwarded^ v ; - 
to the ’’ash’ngton Field Office, who la olflce of origin, : . 
In this Investigation* - _ ,... - J,/ " \lr~£-r 

T la Investigation is to be expedited and mint 
v e asslcned to experienced Agents. A sufficient nuraber 
of Agents ’rust be assigned to this investigation In or^^r ., lvv^ 
that all of the Investigation requested In the enclosed v ^ 
Photostat- can- be^coamleied.. hy 1 Jl, ,3* , ^^ ? r T ■ 
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If for any reason this Investigation cannot ••• * 45 ^ 

be completed within the Bureau deadline, the Pw r ®5 u *4. ; ' ‘ 

. . . • , _ j ^ _ #.1 A m.* m f 1 it an nflrlt dfttia , ^ ^ 

•b^uio De BOViooa in *«*•** — 7" a r ^-. ' 

Any Investigation to be conducted by othe ^® rrice ? w . - J, 

should be handled by teletype and those °i f ^ iVI^lJwtt'ad ’ 
oX the Bureru deadline end that reports should be submitted , «• 

to th# attention of Assistant Director A. vV 

‘ - '■• J v‘^rTi\ -# p;' '■ ■ ’7 * ^* 
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to * Director, FBI (Jj6-11783) 
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MIA W V V- / 1/ <^/W\ 

Cx&Uj »ew larit \4u-<^ui; 


• ' date, July 8, 1#2 _ 
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SUBJECT : AI^TCAN SHTPPJIIQ-JLfiD — 

TnATH m no. f -I MG. | et AL 
FRAUD AGAINST THE GOVERNMENT 
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t n * There is attached hereto Department of Justice Enclosure Number 9hl96, 
together with exhibits pertaining to this enclosure, which were forwarded in „... r 
connection with Department memorandum dated U/\l/$Z,i - ■- 


Instant enclosure is to be returaedto the Criminal Division, Department 
of Justice, Washington, D. C« ’• * * :: : ? 
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Assistant Attorney General 
Janos K. Kclnemey 

rrr .nprK~ cd^lrector, FBI (U6-17783) — ^ •r.*- .. . ■ ^ y. •;•?•. 

KOhTH AKERICAN SHIPPING AHD /. ll. - • 

.. . TRADING COMPANY, INC., et el 

«-l?l (Department Ml. 11,6-20-596) -■ r ■••«;- ; / ^'"V-; 
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Reference Is node to your memorandum dated 
Anrll 17, 19??, which furnished copies of material received £.4 * 

- from the Ferltlite Administration in captioned matter^ J^VV •_■■*.' 

In view of the completion of investigation**;;,- ''s&ffVXi -.. . 
rererding this phase of the case,, the enclosures ar# 
being returned herewith for auch disposition as you deem " 
appropriate# . 4 


V".£ • 


Enc 




/. fjft 


,.-4 . »: • 





ti 

I ? 


. r 

f * .-r A 

i -- . i 


"f :'r V 




r » ** * 

r i r~ ■ + 




i'fv*. .V 

*■ J v ■- ’* 

S ?A 


/ 


/ 


1 


\ 


\ 


V 




FEDEi > BUREAU OF INVESTIGATION. 

/ . * . ... - -•■/ ?:■* 

Ibrm ifo, i *" _ _ ^ 

'^rxis case originated at WASHINGTON FIELD nut mo. 


EI'l/IXP 


mxrotts MADE AT . 

JEW YORK 


date whin I miopron which mj 

r** I 6/13.16-20, 

Wl 2 155^23-27,30/52 


Tm^p — ; ^ ■ 

WORTH AMERICAN SHIPPING A ND TR ADING 
COMPANY, INC .VET AL 


S^OST MAi 



CHAM^IR OF OU 


FRAUD AGAINST THE^5^^ 
GOVERNMENT 


SYNOPSIS or FACTS: 




RE: U.S. PETROLEGM CARRIERS, INC* 

ACCOUNTING REPORT 
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; vV- Victory records reflect SSY account carried as current 
' account receivable; also. that balance In SSY account * 
.♦'A v receivable sufficient to warrant Victory withdrawals* 

// SSY records also reflect Victory, as separate corporate 
entity, had sufficient balance to warrant such with- 
drawals. SSY partner states viCiunf had legal right to 
withdraw funds on deposit at SSY regardless of balance 
of group as package. Victory 5750,000.00 deposit of 
12/29/50 debited to cash and credited to SSY account 
^ receivable; included In Victory cash balance of 12/31/50* 
/f \ ' ARI0KA not indebted to Victory. Victory monthly 

rlnanclal affidavit for period l/l-3l/5l appears valid, 
jut/ Victory cash positions furnished to USMC checked and, 
with exception of cash position of 7/13/R9# do agre ®- 
- r^Hfrt^ith . Victor y^^oor da. Analya ia_ of .Victory Capital 
Surplua Account reflects source^ of funds USP^jalso^ 
that $3,306,500.00 of USPC investment of $3*607,215.50 
■in Victory Capital Surplus Account obtained from USPC 
Ap bank loans secured by ARI0NA collateral. Large transfer 
/i of funds between Victory, SSY, USPC and affiliated - 
ecn^anies set forth. Victor paid cash on installment 
basis for purchase of Pacific Tankers atock J.n amount 
of 51,877,955*56. 

- / ~.'l f \ _ ^i^f£DIT£JPxia_. 
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tn 1*6-2507 . v .. 

DETAILS: basis op investigation’ 

7 : S — . : --V - • 7 ’? '•= ? V 

This investigation is predicated upon Department^ffefe- 
memorandum dated June 2, 1952, to the Bureau from JAMES M* jf 
MCINERNEY, Assistant Attorney General, Criminal Division, -V 

Department of Justice,, which memorandum refers to Item 57 * 

of New York report dated May 10, 1952 .* \ 

V*, •/ '-'V-'U : - •.••*»* «*** jjwve ^ 

This memorandum* states that itappeers that Victors T / 
Carriers Incorporated (Victory) In order to Qualify financially 4 ^'' 
for mortgage 8id. under Maritime regulations, bolstered its 
financial statements by deposit of a check for $750,000.66; 
that immediately after the close, of. the period for which the * T 
statement was filed the money deposited was returned. - . v 


* - V » 


Instant memorandum further states that the use of the I', 
above device may ha've affected' other financial statements filed > v 
and may have been repeated in other instances. This aumorandun ‘ ‘ 
sets forth eight different items’ to be covered in this 
investigation. ’Detailed information concerning each of these 
items is being set forth below under appropriate caption. > 

:.V. i -•y X J- : '* 

. ti'thhtJBii 

it be determined Whether the #750,000.00 deposit was included T ' ' 
in the cash balance of #l,42lj., 360.31 as of December 31, 1950, u " : ‘ ; ^ „ 
or if it was credited to miscellaneous and accrued accounts v^"-v£*: 
receivable. This item also requested that it be determined : 

whether Ariona was indebted to Victory since the source- of 
#700,000.00 of the #750,000.00 was Ariona. ‘ ’ ■ * ' 


Cash Position as of December 31. 1950 : 


Item No. one of Department memorandum requests that 


‘?.rr <" 






~ 4- - 


In connection with the above-mentioned #700,000 .00 
it was requested that a copy of Arlona’s memorandum to Simps 
Spence and Young (SSY) be obtained. It was requested that It 
be determined whether the balance of #50,000.66 was made up by .1 
SSY, whether it was a SSY loan or whether SSY was Indebted • 

Victory. ... - ' . • - '■ .-• ‘.V-- ' •• 

• • - r:-. -r * .6: ..4: ' t£.v?*C ■ 

Item No. two requests that the cash position of ®ctowyAvV 
on December 26, 1950, December 29, 1950, and Itocember 30, 1950, 
be determined. 'v " ~ • ~ 
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. • ; . - - ^ ,, .- it# ' • 

Cash Position as of December 31, 1950 a • 

V r * * ; : ■/■ ’ * ■£’ ; 

L V? •••• Before discussing the results of the Investigation^*-" 
pertaining to items No. one and two, a resume of the method of'V 
handling the SSY account as reflected by the Victory accounting >"• 
records will be set forth. v . 

* , ♦ *► . v v *■* 

SSY acted as disbursing agent for Victory. In such - -- 
capacity SSY paid Victory accounts payable. ; i; - *■''* ; 

The Victory records reflect that the SSY account / 
was carried as a current account receivable. When a cash - fc 
payment was forwarded by Cctory to SSY, the SSY account was ~-v 
debited by Victory for the amount* of such payment; when a cash * 
payment was forwarded by SSY to Victory, the SSY account war 
credited by Victory for the amount of such payment. In addition 
Victory credited the SSY account for Victory accounts payable 
paid by SSY. 


The Victory records reveal that during the period 
August 31* 1949 to May 31, 1952, the SSY account had month 
ending debit balances. ‘ 


During the 
Petroleum 



\ of SbJi " 


>revlous Investigation regarding 
>orated (USPC), SA(A)i 

^^^^lexamined the records 

and compiled data concerning month ending balances of the USPC 
group. From this Information, schedule A was prepared showing 
the month ending balances of the USPC group from May 31, 191*9 >' 
through December 31* 1951* A photostatic copy of schedule A 
is attached hereto. 


'v . 


f As shown on schedule A, the USPC group had a credit * 
balance during most of the period. Schedule A also reflects that 
Victory had sisable credit balances during the period September, 

1949 through March, 1951* This schedule also reveals that 
during most of this period USPC had sisable debit balances. ; 

• 

As set forth under item 13 on page 38 of New York 
report dated May 10 r ^952t CHARLES AUGENTHALER, Partner, SSY , ‘ '**'U) r 
advised SA(A)smH^p^|HH|BMfcthat SSY regarded the balances ■ 
In the USPC ana^Kassi^grou^s^^ package in determining whether ' 
or not there was sufficient credit to cover specific payments* >'■. 
requested by an individual company. . , 
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ab set forth under item 57 oh page 120 ® f jj ' 

report dated Hay 10, 1952, CHARLES AUGENTHALE^n^^R^LOl^^^ 

— . — _ Jh jm ■* m _ -L . JU _ - ^ jfc. An 1 r A. *$ W C. & I ■ I A ' r^kX,l * 

WceSer 29, 1950 was necessary for SSY to have paid the 
*750,000.00 to Victory on the same date. AUGENTHALER maintained 
that he had no knowledge or the matter but TUFFY. adviaed that^;.^'^ - _* - 
the senior partner, CHARLES WATERS, who la presently *broad,^^ 
required the aaid receipt of * 700 p 00.00 because the g^up^r . 

of companiea as a whole would have come into a debit balance 
upon the payment of the $750,000.00 without aaid receipt,^ 

\ : • ■ * . - " ..>*■'■' v ■ /. *’" ;,v v ■■ ,w - J V >v </ y? .' ~ 

. . - ipu« vie^Awr *r\A ft^Y T*Afcor»ds Fflflect that Tictopjf j; 

u t separate entity' had iirfieienf funds to warrant <^&****? 
forwarding of $750,000.00 to it by SSY on December 29, 199>. 

Details concerning SSY*S method of handling thia t rane act ion H'v r ‘ 
ia set forth under itemj57 on pagea 118 through 120 of Maw York 
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report dated May 10, 1952.^ 

It ia to be noted that the two SSY checks dated 
December 29, 1950, in amounts of $700,000.00 and $50,000.00 
that were forwarded by SSY to Victory were debited or charged - 

by~SS Y^againa t the Victory account. - ' ■' 


f' ■ 


PAUL F. DALY, Controller, SSY, furnished SA(A)Jm|^ ^3^ 
with a photostatic copy of the following memorandum dated TH 
December 29, 1950, which ia being forwarded aa enclosure Ho.^one— 
with this report*.' - ./:• -/>. •’ . 


"MEMORANDUM 


•i 


- '+■ n ~ * • ?*. w* ^ - "tj- 




■ ‘ ’ T*“ 


December 29, 19>Q 


— v V - *’ . ■ 

-* 5 ; ■ + J" ► 


>iv 


Simpson, Spence and Young 
Attention: * Mr. B* J. Yuffy 




\ 


i , V£ *- . 


S0C. HID. M. F. ABI0NA 
ADM. EXPENSE 


« ' s - - ■ 


; , - x y 

r .i r' /fj. *■».*» 


-*V - 


-jf ’ 





•> * f" .i 


, . Please credit the attached caanier;a eneo* 

City Bank of I.I., 55 Wall Street, Mew York Citj » *° • 
dated December 29, 1950, drawn to your order in the amount 
'■ ‘JOOO.OO to Soe. Ind. M. F. Ariona, Administration K^per^^® 1 
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Instant ineraorapdum is typed on a blank piece 
‘stationery and Is not signed; however, this memorandum ~ 
contains the initials "GC" and "PS" in the lower lef t-hand‘ f V' 

• . - r • ■ , - m* s 

■ K; v . v * •*-.-* ..... - * v *- .. t ,: .-*r ■■ :\T-* * 

TUPFY advised SA(A)H^^^that these initials are .• iTj 
those of GEORGE COKKENIS, forme^accountant for Central y 
American Steamship Agency, Incorporated (CAS), 655 Madison -^V‘. 
Avenue, New York City, and PETER SPALDING, Vice-President >' * 

Of CAS, <c'.- ,» t, _* 

TUPFY advised that GEORGE COKKINIS is no# located 
care of Panama Karitime, SA, 31 Avenue De L'Opera, Paris 
France. Ee stated that SPALDING is still employed by CAS* '• 


km , 
£1# '■ 
Jft' vr 


,i 


The results of the interview of SPALDING will be 
set forth subsequently In this report* 


f /i7' 


June 30, 1952, AUGENTHALER was interviewed by > ; .vv V .' 
SA(A)HH at the SSY office, 52 Broadway, New York City* 

Ee stated that to the best of his knowledge Victory had a 
legal right to ask for the return of Sands on deposit at SSY.'t ‘ 
and SSY wouHbe required to return such funds* Ee added, however, 
that this situation never arose* Ee stated that there was not •'/ 
agreement oral or written that Victory or any other member of 
the US PC group would not ask for the return of funds on deposit* 


I 

yft* 


Q* 




j. -s-1 -C .“? 






AUGENTHALER advised that siost of the dealings of a 
financial nature with the US PC group were discussed with HAROLD 
0* EECKER. Ee stated that EEREN50N and NICOLAS COKMNIS also. r 

handle some of the financial transactions* ,.-.j 

fc .’- 4 
■ t - . ... r - ^ . 



T:.- 




AUGENTHALER also stated that he does not know 'any 
reason irtiy some of the US PC group had high credit balances while . 
others in the US PC group, had debit balances* .z 

...... ■ ■ , ^., T. rk-- 

The Victory minutes reflects that HAROLD 0* BECKER' ^ V. 

was appointed Assistant Treasurer on June 24,19 49, . and elected ^ 

a Director on June 21, 1950. . ... -'~U '-^. -7^ 

• ... * 

• . ■ • ... . V • . 

' V" 1 - ■ .. . - ’ ■’ ' - T . ■ *' • - ^ 
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une 23, 1952, BECKER vaa Interviewed by saiaj 

nd the writer at the Victory .office, 655-^ffijwh 

he 

1 July' 


va^If n 
Awra 


d?r»irc'o ^ D 4. v* 

i^ijVIUJU nuilDUU (/UUb 


fi&lU0Ull AVVUUO| in Cl 

became, affiliated with Victory and the USPC group on 
1949. He stated that ROBERT L. BE HENSON, Victory and USPC 
President, Instructed him to maintain as high a b&ance as •'• ■*->' ■----. 
possible for Victory at SSY. - /, 

' -■' V‘ BECKER advised that he carried out ^HENSON 
Instructions and maintained the Victory balance at SSY at 
high figures. . EECKER claimed that he never asked BERENSON ' , 

why he desired Victory to maintain high credit balances st ''** -*■** ’■ 
SSY. BECKER advised that to his knowledge there was no written.*-? 
agreements between SSY and Victory or any other member of the >£y> 
USPC group. He does not know whether BERENSON had an ©rel.<.v. 
agreement with SSY. . .. . - - • ' V. ’ t 

* * * ' "* ’*"* *' 

- • EECKER stated that he Issued instructions to SSY >/-'•; « 

when Victory withdrew cash from SSY. BECKER stated that he ‘ : .a' 

regarded the Victory SSY account as a current account receivable •'v: 
He advised that he believed Victory had a legal right to - •• 

withdraw fundB it had on deposit with SSY. EECKER advised that 
in most instances Victory withdrew cash from SSY to improve v r " 
its cash position to meet maritime requirements. • 

. . , .. - V-jUi r % j f ■'* ■ — • . 

• •• ‘ • r _ *■ • ■<■ •* - *-* - - - . ' «V .•r.j-u w f . 

BECKER advised that during April, 1951, BERENSON - f* 
informed him that SSY required that all members of the USPC 
group maintain credit balances. Schedule A reflects that X;. ' 
since April, 1951, the Victory credit balances have been ; 
nominal. 


BECKER advised that prior to April, 1951, he knew 7’ 
although Victory had high credit balances at SSY, USPC had - - 
high debit balances. He expressed the opinion that SSY could not 
legally offset the Victory credit balance against the USPC ;■ 
debit b&ance or any other debit balance. w 


. , *V— - * ■ 

' : ■ j* * 


BECKER eeld that if he thought the Victory credit 
balance at SSY could be offset by a USPC debit balance, he 

4 . j 4 ^aA #4 lit ** Vslsn^e eVieef ■ * - ■ 

COrWhlUAJ RUU1U UUb UHFO VOi toil i>vw »AV WV* J 


^ t - worweAUAJ ewu*» MV v w vw* » _ 

' which contained the SSY meet, as a current account receivable. 

. •• v>V *■ * • jV>y • 

'•b-iiL--?* < < Victory record! ref 

SSY eredit for % 

by.^lctbry on December 29, 19 w 

■e * • ;■ ' “'receivable had a debit balance of (676,761.77*. o3ri. 
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Schedule A reflects that according to the SSY .■■ 
records. Victory had a credit balance of $677,142.18 . 

^ei of Deefcmbar U. 1950. after the t750.000.00 had been 7^5T»^yr 
forwarded on December 29* 1950, by SSY to Victory^.;. . 


When the amount of $750,000.00 was returned by Victory, 
to SSY on January 2, 1951, Victory debited the SSY account - . 
receivaoxe ana crecmea c«ou • auuuu^u vuap t* viv« 
the Victory cash position by $750,000.00 it had no effect on. ; : ;- 
the Victory working capital since the decrease in the current . / 
asset cash was offset by the increase in the current asset 
accounts receivable# .;, 4 v ? v V--- 




Share is set forth below a schedule showing the 
opening and closing cash biance of Victory for December 28, 
1950, December 29, 1950, December 30, 1950, and December 31* 


‘j*-* . 



>, .if 

5 V 


OPENIBO 

BALANCE 


DEPOSITS 


V . ->4 ■’ 7 ’ CLOSING 
BALANCE 


withdrawals v : ‘>7 


12/28/50 $ 529,192.15 $ 1,604.00 
12/29/50 527,598.15 906,162.46 

12/30/50 1424,360.61 Adjustment 

12/31/50 1424,360.31 -0- 


3.198.00 

9.400.00 

#30 

■ -0- 


$ 527,590 

1,424,360 
1,424,360 
.1,424,360 


The above deposit in amount of $906,162.46 made oh 7. 
December 29, 1950, consists of the $750,000.00 received from SSY 
plus an amount of $156,162*46 in charter hire received tap : 

Transatlantics. - . v * ;i‘. v rT 1 '- vw vrVrt 

is set forth on page *117 ofSawYork report dated^ 

May 10, 1952, BECKER advised SA(A) jM|^fe.and the writer that 
the purpose of the 4750$ 000 oOGdepoa^^mea^^n December 29# 
e fif'A *.« . Aa * M aV%l * TT4 afi\WV 4 Y\ 4 Bm rftVA its cash oositlon m or 

December 31, 1950, to qualify for maritime mortgage aid.,,- 

is ahovn aboT«i there were »o depot! t» or wlthdrev«J.e - 
»ub.oqu.nt to Doconber 29. 1950. *bo only .nt^ Vletory 

cash .ceount .ub.oquont to poconb.r rt.iiyj. *>•» ta 
of $.30 reducing the cash balanea from |1, 424*360. 01 to 
$1,424,360.31. ' - •' ' ' •'••••* - 
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Victory Affidavits ! 


V ** *** 


***** % L -. 
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Item three of the- Department memorandum states 
that on page 11$ of New York report dated Hay 10, 1952# : . -$r*i r ?• V 
the cash balance of Victory as of December 31# 1950# was 
f 1,424, 360.31; on page 120 the cash balance is shown to 
have been $813,267.19 on January 15# 1951# before Issuance 
of any checks that day, y ■ 

Item three further states that this would seem 
to Indicate that $611,093*12 was disbursed in 14 days. It 
was requested that It be determined what these disbursements 
were, their nature and to whom made and how instant disbursements 
affected the validity of the monthly affidavits filed with 
maritime, , 

Before commenting on the Investigation conducted 'under 
item No. three, the following information Is being set forth, 

> 

In connection with maritime mortgage aid Victory was 
requested to submit monthly affidavits (form HA-46) to the 
United States Maritime Commission. A blank copy of form HA -46 
is being submitted as enclosure No. two with this report. 

As set forth on form HA-46, Victory merely executed 
the affidavit unless said transactions set forth in paragraph two 
had been consummated. Paragraph two is set forth belovs 

"That during the period from --------- to 

both dates Inclusive, no capital has been withdrawn, no share 
capital redeemed or converted into debt, no divldent paid, no loan 
or advance (except advances to cover current expenses of the said 
Company) made, either directly or lndixA&.tly, to any stockholder, 
director, officer, or employee of the Company or to any related 
company (as defined in Section 299. l(q) of United States Maritime 
Commission's General Order No. 60, as adopted by its successor, - 
the Maritime Administration, and amended from time to time), no 
Investment made in the securities of any related cosy? any (as 
defined in said Section of General Order 60), no Indebtedness to 
any stockholder, director, officer, or employee of the Company, 
or to any related company (as defined in said Section of General ~ 
Order. 60), which was classified as long-tens or noncurrent In any 
balance ehefct submitted with the application (or amendment thereto) 

VJ v'j k" -1: * . . V . : ■ * .* * *' -f'.lrm -v ■•'ii'* 

* T- _ ‘ “• - — ■ a. ■* ■ . ... 
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to purchase or charter any vessel under the above contract^^- ^ 
has been repaid In whole -or In part, and no salary at a rate^?^^- 
In excess of $25,000.00 per annum has been paid (except aiV'f’3f^»^ r ' 
shown In the attached statement, dated =========*).» 

f - *. .- **..*•«* *: iC-W' tlA. *>**>< , 

v.i * •;.•■*• v- .. ' ^ -• -♦ '••'.* v. . • •- “.><•• . > 

If any of the transactions set forth in paragraph '/ ,«t . 
two were consummated, Victory was required to attach a statement 
setting forth the transaction cr transactions that were '*/■' 

consummated. It was permissible to conaummate such transactions r* 
provided the net worth and working capital met the maritime 
requirements after such transactions. - <v 

. T . a ( k ^ Vi * 1 ■* 

There is attached hereto schedule B showing Victory . 
cash disbursements during the period January 1, 1951 through ;-'^ rF . 
January 31* 1951* As shown on schedule B, the total amount r ^; 
cash disbursements was #1,576, 603*67* Schedule B also reflects' 
that #1,295*000.00 of total cash disbursements of #1,576,603*67 ! *~ 

consisted of payments to SSY. . . . ;• •-• 

J ^ 3 -»* ; h ’ 

* * .... - r -• r •';/ ' •■- 

As shown on achedule A, the effect of payment to SSI > 11 
was to increase the Victory credit balance at SSY from #677,142,18 
as of December jjl f 1950 to #1,726,671*11 as of January 31, 1951* - 

An examination of the Victory affidavit file* reflected? .■ 
that on Pebrua 2 *y 9, 1951* B* 9* BECKER executed the monthly v'~ J 

Victory affidavit for the period January 1, 1951 to January 31* ^ 
1951* in executing above affidavit BECKER Indicated that none , *5^7 V 
of the transactions contained In paragraph two of form HA-6-6 .^Xlu . 
had been consummated during the period January 1, 1951 
.January 31* 1951* - " 1 ’..7:' 


*r ■*. 


An examination of the items set forth on schedule B 
reveals that none of these items Involve transactions set, forth 
in paragraph two of form HA-46. Therefore, the above-mentioned ' - 
Victory affidavit appears to be valid. . •*■'**. >«> #• J- ' 

It is to be noted that there is nothing contained on « 
form HA -46 that refers to cash position, working capital and’V'*?K 
net worth except Insofar as working capital and net worth would **>' 
be affected by transactions set forth in paragraph two.-^tvi^^X ‘ 

Victory Cash Position as of December 31. 1949 and June 30^ 1950 r^> • 

)V^. -'4- f'lgr' 
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statements with marl time. for the periods January 1 t _ 1 w zyhlS&rit '■ 
to December 31* 1949 * and January 1, 1950 to June 30, 1950/ - ; 
showing cash balances of $1,167*151*96 and $1,413*053*86 
December 31* 1949* and June 30, 1950, respectively. It was'->(y /v.;' 
requested that the accuracy of these cash positions be checked •; K 
to determine whether the same were, bolstered In any way* . 

. . . - ■ \ , ' r * ■ ' r 'V 

. . • • . * V* K ■- -j ^"rr*^,** 1 *.* iaav- -v 

a _ m j.j _ tt* * a. 1. * * a. -i*,* 

mu extiminn^ion oi vao uciori casa vccuuuu rcvB*i«u;/ # n.;- 

that the balance as of December 31* 1949* was $1,167*151*96* •• 
An examination of the Victory Cash Receipts Journal revealed ; 
that no cash was received from SSY during December, 1949* 




. There Is set forth below a tabulation shoving 

Victory cash balance as of December 1, 1949, cash receipts > 
and disbursements during December, 1949, and the cash, balance 
as of December 31* 1949s ' './ . > / 


Cash Balance 12/1/49 

Cash Receipts December, 1949 

Cash Disbursement December* / 
1949 • „ - 

Cash Balance 12/31/49 


$ 922,276*47 
339,560 
1,261,037 


39,560.54 ' . 

rot,. .tm 


‘ i *_ .* * f 


An analysis of the cash receipts journal reflected 
that $323,046*40 of above-mentioned total cash receipts ©f - 
$339*560.54 consisted of charter hire received from Transatlantics* 

An examination of the Victory cash account revealed 
that the balance as of June 30* 1950, was $1,413* 053 *68* : 


J* * , A - 

4- 


1 


There is set forth below a tabulation showing Victory *•' 
cash balance as of June 1, 1950* cash receipts and disbursements 
during June, 1950, and the cash balance as of June 30, 195pJ,.v- 


Cash Balance 

Cash Receipts June, 1950 , 

8 lil-j »' .• ■■ *• '■ 

Cash Disbursements June, 1950 
. >‘«.„-i- r r ■ Cash -Balance June 30, 1950 

I ' ’ •? : --* r v *■ • ’• *"■ : ' 

*1 ; A T ; * tv*- ^ ^ * I. . . - * 


$ 1,213,767*76 v - * 
661,262.61 —v- 

1,895,030.37-^^ 
481,976 .49^**^ 



-V; : v- -• 
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$ 300 , 000*00 of total cash receipts of $68l , 262 • 61~j^^£ic. 
consisted of cash payment of $300,000.00 received from 
. on June 21, 1950; $312,324»92 of total cash receipts 
_ $681,262.61 consisted of charter hire received from Transatlantics 
Wag Jan., 1950.. ..... .. . .- . 

$300,000.00 received from SSY on June 21, 1950* - 
was debited to Cash and credited to the Victory SSY Ac count 
Receivable. • V - .... I .. .0_ : 


"J'-r V * Tv* 7 ^-* !V' ^ 

i ■' t. >■ 


An analysis of the Victory Cash Disbursements Journal 1' 
reflected that amounts of $ 25 , 000.00 and $100,000.00 were paid' 
by Victory to SSY on June 26, 1950 *nd June 28, 1950, respectively 
Instant amounts were debited to the Victory SSY Account Receivable 
and credited to Victory Cash Account. ' 

The Victory cash balance was Increased in amount of 
$175# 000.00 as a result of the $300,000.00 received from SSY on 
June 21, 19>0, that is instant fjOu.OOO.oO less the amounts of V 
$25,000.00 and $100,000.00 paid by Victory to SSY on June 26 , / ' 
1950, and June 26, 1950, respectively* ' i .*,*• 

On June 23, 1952, BECKER advised SA(A}^H^ and the A 
writer that the purpose of the $300,000.00 withdrawal" by Victory 
from SSY on June 21, 1950, was to Increase Victoxy*s cash position 
as of June 30, 1950, to meet maritime's cash requirement. - ’•••* 

— ¥i-c^Gry-CBSQ «nd-Capitai £urpIuB BalaaceB ao of June £1 .1949, . — _ 
June 29, 1949. July 13. 1949, July 31, 1949, and August 31. 1949 : 


-- *vi 


Item five of Department memorandum states that under 
contract MCC 62235, dated May 25, 1949, Victory purchased Seven r 
Victory Ships from maritime under mortgage In accordance with 
the financial requirements of General Order 60, Victory submitted 
certified balance sheets as of the following dates I 
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June 29, 1949 
July 13, 1949 
July 31# 1949 
August 31, 1949 
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-« Instant balance sheets which were certified by ; 

Airfehui*' An d a r»ann and Cnitmanv. A 7 Vail Sf nA«t. Kav Vnr»V Cl tr 

set forth the cash position and capital surplus of Vic tory /.>^V / > 
On the respective dates as follows: . v ^4 -' 


PATH ; * . 

6/21A9 

6/29/49 

7/13/49 

7/31/49 

6/31/49 


V . CASH */ ; ; 

♦ 398,215.50 
863*267.50 
1,649,862.50 
1.650,576.49 
1*633*927.43 


jjf i T ^ **' ' V-#*'**, ' / 

CAPITAL SURPLUS 

$ 1 , 248 ; 215 .^ . 
2 * 035 * 215 . 50 ^' ; ‘ 

3.215.715.50 

3.607.215.50 . , 

3;607,2l5.50>?e/iiV V-v- 


v " It wpa requested that the correctness of the above* f 

mentioned cash positions be determined and also whether the _£ 
capital surplus was actually paid into the company. It was 'T" r ,” 




also requested that the funds be followed to determine the 
original source. It was requested that if bank loans were 
involved that It be determined what was posted as a e curl ty _ 3. 
for the bank loans. t ; , ; ; Y." *. 

. ' V * ’ * '** • * ■ < V* ',• %*; v' 

-* An examination of the Victory Cash Account, Cash ^ 

Receipts' and Disbursements Journals revealed that the above 
; cash positions of June 21* 1949, June 29, 1949* JUly 31* 1949* - jYr 
” ~ •' *• and August 31, 1949, were In agreement with the Victory records. Y 



This examination reflected that the Victory cash 
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. t , - 

a># 

-f. * 


position as of Julyl3* 1949, to be $519*362.50 rather than 
$1,699,862.50. However, the Victory cash balance as of ;y. ; 

July 14, 1949* was $1,699*862.50. This discrepancy was probably 
caused by including a Victory deposit of $1*160*500.00 amide " 

July 14* 1949* in the Victory cash balance of July 13* 1949.^.#- =; 

An examination of the Victory Cash Receipts Joumsl'^; ' 
reflected that through July 14* 1949* the sole source of cash %^ r 
consisted of advances from US PC. These advances were credited"" 
to Capital Surplus. Vith the exception of charter hire in' the 
amount of $35*224*75 received from Transatlantics, on July 27s 
„ . r 1949, the sole source of Victory cash through July 31, 1949, vac 

1 the aforementioned advances from USPCf 1 - : ' • 

4- 'C***. - ^ " .... f *■ 
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cash balance on 

\w , 

during August, i 

19491-.,, ... r 

’ - , >*• " 

i f :V.-- , 

Cash 
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Cash Disbursements August, 1949 
Cash Balance August 31* 1949 


I 

* 


. ; - n---' r ^w 

1,650,576.4? ^/a; 

1 , 3 5 o , 000 .00 '<■ ££$ - 


6950,000.00 of above-mentioned total cash receipts of -' ,. 
61,333,350.94 consisted of a cash payment received Trom SSY on' 1 
August 15, 1949J 6376,905.41 of total cash receipts of 61,333,350.94 
consisted of charter hire received from Transatlantics during \ . . 
AURUSt, 1949. . >• - . - * . • • V ; *; 


f't? 

■+•* * ■ .'•S ■ r 


- The |950,000.00 received from SSY on August 15, 1949, 

vas debited to Cash and credited to the Victory SSY Account - ^ 
Receivable* _ ^ — . . .. 




' -+m . * s- . . « 


An analysis of the Victory Cash Disbursements Journal 
revealed that amounts of #200,000.00 and 6100,000.00 were paid 
by Victory to SSY on August 23, 1949, and August 25, 1949, ;>/ rH“ 
respectively. Instant amounts were debited to Victory 8SY 
account rocoiv&bl^ And credited to the Vlotory cash Account* ■* 

The Victory cash balance as of August 31, 1949, was 
increased in amount of |650,000.00 ae a result of 6950,000.00 
received from SSY on August 15, 1949s that ia inatant #950,000.00 
lfcaa the amounts of #200,000.00 and #100,000.00 paid by Victory:,,' .:, 
to SSY on Auguat 23, 1949 and August 25, 1949, respective ly. u ^’ 

On June 23, 1952, BEJCKER advised SAU)jfljttn and 
writer that he could not specifically recall the puITwSe of the 
#950,000.00 withdrawal from SSY but presumes it was for the purpose 
of improving Victory's cash position. . He stated he knew of no -" 5 
other reason for such withdrawal. * *-• r- '***-; - t v 
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other reason for 
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v w ‘f- --• An analysis of the Victory Capital Surplus account •'*.!£ -v 1 ** 
^from May 27* 1949 through' July 31, 1949, revealed that th 
capital surplus was actually paid into the company by USPC..V, 
ine re IS sei lortn oeiow ti scasuuie sugwiog u «* lbd oiju •wvwiw:^??' ^ 
of the capita.l surplus paid into Victory by USPC: j 

Victory Carriers Incorporated ' - ; V ^ 

. . .■ . ” i • - ' I / ^ V/ ' - 

Capital Surplus Account 


i.'t 


DATE AKOUNT 

5727/49 * 652",00o.oo 

i/oi /l.o IQ a . pi c. Co 

6/29/49 767,000.00 

7/14/49 1,180,500.00 

7/26/49 148,000.00 

7/29/49 235,000.00 

7/29/49 .. Stffl>.00 

Total $ 3,607,219.30 


BALANCE 

55^7000.00 

1 .PliR.PlC.CO 

2,'o35',2i5^|o 

3.215.715.50 

3.363.715.50 

3.596.715.50 

3.607.215.50 


^ jW »<** - 


nf fVw 


TnV 


. V t A.'-*** ‘ 


* * . . iw U.-V f ^ ■ 

As set forth in the above schedule with the exception 

»_ly 14 , 1949 balance, the balances in this account are is 

agreement with the balances shown in the Arthur Anderson and . 

Company certified balance sheets submitted to the Commission. 

The Arthur Anderson financial statement as of July 13,/- 
-1949, reflects s a balance of A3 » 21 ^» 715.50 on July. 13, 1949, .rather, p-r 
than a balance of 43,215,715.50 on July 14, 1949, as set forth 
in the above schedule. This discrepancy is probably due to the % 
fact that the amount of 41,180,500.00 actually received on . ‘ 

July 14, 1949, was Included in the July 13, 1949 balance. 

* An examination of the TISPC books and records Was mads 

to determine the original source of the total amount of 43,607*215*50 
that was invested by USPC in the capital surplus of Victory. . 

There le set forth below a schedule showing the original 
source of funds used by USPC to make its investment of 43,607*215.50 
in the capital surplus of Victory. ... . . 

1 ^ - * -v y sS- ■ w * /. < * >. *■ * _ j 

The following information concerning the iiationai City . 
Bank loan of May 27* 1949* and the lational City collateral loan - 
which were the chief source of funds for the USPC investment ^ 
the Vlotory capital surplus account la set forth below: 

•• '• - • . — - - 
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Victory Carriers Incorporated 




l Source of US PC Funds for Capital Surplus Investment 

^w-rv,sW. . t . v -•-•■: •• • .• v .-.•■'“v .-• 

-..'V . - .. ‘ ..; - * - f V ■ ■- -■>*/« ■ /; >, .VU* v Vs 


DATS ' 

5/27/49 

6/21/49 

6/29/49 

7/14/49 

7/28/49 

7/29/49 

7/29/49 

i - ^ A 

to tax a 


NATIONAL CITY 
BANK LOAN OF 
5/27/49 - 

$ 852,000.00 

243.500.00 

487 , 000.00 

730 . 500.00 


NATIONAL CITY 
COLLATERAL 
LOAN - 


GENERAL 
FUNDS . 


* r-%- 

■ . 1 A ' 1 ’ ; 


TOTAL 


300.000. 00 

450.000. 00 


. 00 ) 


21*3.500 

A *** r* f a k» 

^,^6,5uu.uu 


# ^ V #852,000.00 

152,715.50 , 396,215.50 

: : 787,000.00 

• 1,180,500.00 

148,000.00 148,000.00 

. 235/000.00) 
; 8,500.00 ) 


I 7>0,000.00 . f 300, yi^).>0 ¥3, 607, 215.50 


■* - • 




On Hay 27, 1949, USPC entered into an agreement with - 
the National City Bank of New York to borrow (2,600,000.00 for the 
purpose of enabling Victory to purchase ships. The proceeds of.^y 
the (2,600,000.00 loan were to be made available on an installment, 
basis. The US PC records reflect that US PC borrowed a total of 
#2,556,500.00 under the above loan agreement. * 

....... - - ■ • •. v . 

Most of the security posted for this loan *ves furnished 
by Arlona. Detailed Information concerning this security Is 
forth bn pages 109 through 111 of New York report dated May 10, 
1952. ‘ ..... ... .. ^ 


rtf 


Security for the US PC collateral loan at National City 
Bank of New York was posted by Arlona. Detailed Information 
concerning this security is set forth on pages 72 through 76 of 
New York report dated May 10, 1952.. ■ * ~ -*•».-<* «. * 

*■ * _ . - .... * . s~ . *3. -W. ... *e‘f •v , ‘ # ** 
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VI CTO BBT INCOME AND DIS BURSHK2KTS 
(AMOUNTS OVER *5*000.00) FOR FfflIOD 

HAY 25, 1949 TO JANUARY 1$, 19$0 

* , -. • V * ' 4 •*'.r'---T r ‘ ' T ' ** v • > — ;- l**” , 

Item $ requests that the Income and disbursements of '^5 * 
Victory (amounts over *5, 000*00) be obtained and scheduled for 
the period May 25, 1949 to January 15* 1950* - . -r — • 

Am act forth previously, SSY, in It* edacity aa _ 

disbursing agent for Victory, pays the Utter* s accounts payable.- 
From May, 1949 through August 31, 1949 Victory did not maintain gy, 
an accounts payable register and entered its accounts payablo ^ u 
items la the general journal* Subsequent to August 31» 19q9 fc ; r> v ; .. 
Victory maintained an accounts payable register, * / ~ r: ^ - 

81 J^BS examined the Victory general Journal snd ^^^J^s: 
accounts pay tbl^egia ter, together with the SSY monthly state- }>? 
meats, *od prepared schedules listing victory xcema 01 over - - 

*5,000.00 that vs re paid by SSY. It vas necessary to examine 
the SSY monthly statements in orde^f^det ermine whether a given 

item vae actually paid by SSY. Sflfep ?}*! 

.Cash. Disbursements Journal and prepared a ii»t of Victory 41otau**» ; . 
mehta oVe r * .0£r- in ^rount* exclus iva ©*_ SSY f ' 

The Victory disbursements to SSY till ba sat forth suhsequCStly _ r * i - 
in this report. - ■ . '* - - Ir ■ * 

■«■*.. There Are aUached hereto jjhotosta tie ©opies of the 
following sehedules prepared by S* 
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a _ . x= V ; ' 


i ^jb/jCs 

* <+ -* r * , t f,: ;. ■ • 
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1% 


Schedule C - Schedule of payables paid ty SSY In excess 

** ^ r Tam mm m 1 j""',: 


of #5,000.00' (per General Journal). f 


* **■ 

K - ^ ^ ‘ 


Schedule D - Schedule of pyablee paid ty 8SY in excess 
A,'- ,f «S,000.00 (p.r ieooimt* P» J«bl. 

Schedule B - Schedule of Cash DlaUirs «ents to exesss ^ 
of *5,000.00 (sxelusive of SSY). , , 

rr£ ' 


yr v . The writer sxsmlned' the Victory c fg 

' re»r the period Key 25* 1949 to Janus*, 00 snd^l^^ 

- . Babe dels F Us ting cash receipts in wounte of *5,000.00 snd^|»^ 
k - * over ftr instant period. A copy of Schedule F is attach**^ 
this report. 
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EXCHAlfGES OF FUNDS BETWIEN VI CTO EOT AND .__... , ■ . -; v;*\w 5 

SSY. US PC AND AFFILIATED COMPANIES ^ -r. SC 

; -. • • ‘ 

Item 5 requests that it be determined ihether there 


> V-»: •'• 


* <£'*££ 


vere any other exchanges of funds in large amounts between 
Victory and SSY during the years 191*9 to 1952, inclusive, A 
check of anounts over $100,000,00 was suggested, -jjSJV*.-. 

- ' * • ^ .. . 1 ^ ' ‘‘ T ', j ^ T- *c6*i - ■■* 

:. J ' Item 7 requests that it be determined whether there 

were any exchanges of funds in large anounts between Victory and x ±-‘ 
Pacific Tankers, Inc, (Western Tankers, Inc,), Oceanic Transport*..;- 
Corporation, Karine Trading Co,, Inc, or Ocean Trading Company,’;-'-^-. 

* no# •’••-'* '. •" ; .-~*.-*Y- ^ 1 ’ ^ ^ ^ 

An examination of the Vlotory cash disbursements and - 
receipts journals for the period May, 1949 through May, 1952.^Y?^' 
revealed that there were no transfers of funds between Victory -* .. 
and Karine Trading Co,, Inc, or Ocean Trading Comp my, Inc,.--' ~ 

" •" - •*■■' ■ ■ ~*.vV: ; 

There is attached hereto Schedule 0 which lists th 
each In amounts of $100,000,00 or over whleh was received by 
Vlotory from SSY, USPC and af£L listed companies during 
period Kay, 191*9 througr Kay, 1952* '• ■ •* v 

^ - - . * : . ■ - \.., t ■*'?' '* *VLi- ■ • „ 

\ 1 *. K r ■■ t T ••-•-■■ * /■'*» -- . V _j*< * * . 

There is also attached hereto Schedule H whleh lists Y 
disbursements^ by Victory to SSY, USPC and affiliated eo^>anlea > : “ 
in amounts of $100,000,00 or over during the period Ksy, 1949 *>, ... 

throng M«jr, 1952. . ' - : ‘ul? . . 

The following eommente concerning Schedule 0 are aat , , 
forth helow under the name of the company that furniahad cash to ^ ' 
Victory 1 


USPC 


. r - . i>*L 






■if’ 


'AT- 


The records of Victory reflect that all c ash received 
from USPC, with the exception of the $100,000.00 received March 14, 
1952, was credited to the Victory capital surplus account, ■ The 
$100,000,00 received on Kareh 14, 1952 was credited to Account;: 
015 - Holding, Subsidiary, Afflllatsd and Aasoelatad Coipaniaa; •: 
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Information concerning the $950,000.00 and $300*000.00 
received by Victory from SSY on August 15* 1949 and June 21* 1950 
has been set forth previously. BECKER was unable to recall why - - 
Victory requested the sum of $150*000.00 that was received on July 
19* 1950* He advised that amounts of $750*000.00* $750*000.00 and 
$100,000,00 received December 29* 1950* February 15* 1951 and 
March 30* 1951* respectively, were for the purpose of increasing 
Victory's cam balance to meet Maritime requirements'. 

BECKER advised that the $800*000.00 received from SSY 
on July 21* 1950 was for the purpose of enabling Victory to m£ke 
a down payment of $800*000.00 on its purchase of the stock of „■? - 
Pacific Tankers, Inc. from USPC. Further information concerning 
this matter will be set forth subsequently in this report under 
the caption "Purchase of Pacific Tankers* Inc. stock from USPC . - 
by Victory Carriers, Inn" / - 

DT7PLT D *. A at HVl A Cf Vv 

kuvidou uuu f r 747# avvqa wu wj t xv vjij 

on April 3* 1951 from SSY was for the purpose of reducing the 
Victory March 31* 1951 balance of $1,049,233*05 to $100*000*00. 

This was in accordance with Victory' s policy of reducing the balance 
of its account at SSY to a nominal figure. 

It is to be noted that Victory, as an Individual * 
corporate entity, had & sufficient credit balance at SSY to 
warrant withdrawal of funds set forth in Schedule G. . ... 


Pacific Tankers. Inc. < - .* ' • ' ' 

BECKER advised that the $225,000.00 received by Victory 
-from Pacific Tankers on January 11, 1951 was for the purpose of 
increasing Victory's working capital. The $225,000.00 was debited 
to Cash and credited to Account Humber 541 • Mon -Current Payables 
to Holding, Subsidiary* Affiliated and Associated Companies* This 
entry increased the Victory working capital by $225* 000.00 since 
the current asset Cash was increased and the credit was to a non- 
current rather than a current liability. ' xiu \ 

The Victory reoords reflect that the $150*000.00 ‘received 
fxpm Pacific Tankers on March 5 * 1952 was in repayment of $15$*000.0C 
Advanced by Victory to Pacific cn February 19* 1952 • 
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Oceanic Transport 
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B3CKBR advised that the $100,000.00 received by Vi&tow’' 
from Oceanic Transport on January 11, 1951 was for the puxpose of 
increasing Victory* a writing capital in order to qualify for 
Marl tine mortgage aid. The $100,000.00 was debited to Cash and — 
credited to Account Humber 541. The effect of this transaction 
has been described above* 


BSCKER advised that the $300,000*00 received fro*Vi e ;r 
Oceanic Transport by Victory on October 9, 1951 was for the par* 
pose of enabling Viotory to make an additional payment to USFG 
in connection with its purchase of Pacific Tankers stock from 
USPC. Further information concerning this smtter id 11 be set 
forth subsequently in this report* 




The following c eminent s concerning Schedule B are set 
forth below under the name of the company to which Vletpxy made 
disbursements; 

SSY 

Ho special comments will be made concerning the in- 
dividual disbursements made by Victory to SSY* 


BBCKSR advised that the purpose of such disbursements 
up to April, 1951 was to furnish SSY with funds to pay Victory *s 
obligations and to maintain a high credit balance at SSY. BSCKER 
stated that beginning April, 1951 Victory merely advanced sufficient 
funds to SSY to enable the latter to function as Victory* s dlsburs- 
luff - - 

* w — — ... - * * » , - - J-.- . M . _ . .it ' l» * . 'W w ■ 


USPC 


An examination of the Victory records reflected that pay- 
ments by Vletoi 7 _to USPC in amounts of $600,000.00, $377,955.53* 
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payments against the purchase by Victory of Pacific Tankera^.^g: . 
stock from US PC. Further information concerning this Bitter w’a 
will be aet forth subsequently In this report* . V- ■ 'lu $» 

-r r '*'•■' * #100,000.00 of the #200,000.00 payment made February 7#V 

1952 was for the purpose of paying the final lnetallmeht on the 'i“ 
purchase of Pacific Tankers stock. The balance of the #200,000.00, 
together with the #150,000.00 payment of March 6, 1952, was de- 
bited to Account Humber 015 * Holding, Subsidiary, Affiliated -o^> 
and Associated Companies. ~ . /Vv* ■ ' ' ' ^ v * f’ £> >rS-*^ — ' 

. «. . _ . - • • _ ^ **', r .y '-*V .>■- 

Pacific Tankers • ..-•*•• 7 : *• /,•••; < 

The Victory records reflect that the #225*000.00 paid..; 
to Pacific Tankers on February 20, 1951 was for the purpose of 
repaying a Pacific Tankers advance in like amount siade to Victory 
on January 11# 1951. ’’ J'. 

«k. Af i-l fn ftftA ftA n.M k. V4 .fnm kn V« A 4flA 

xuy wav ii v va ^^/ v | vv vf vv y w a v» i a w w * y w * »*»** *v 

Tankers was an advanoe by Victory that was debited or charged to . 
Account Number 01$. As aet forth previously. Pacific Tankers 
repaid this amount to Victory on March 5# 1952. 

Oeeanlc Transport . 

1 * i r - - - — ^ fc - fs ■*%+ ,-t h . - 

The Victory records reflect that the #100,000.00 paid 
by Victory to Oceanic Transport on February 20, 1951 was for the 
nnmatt of rwpaTing an Oceania advene a mad# to Victory on January *’ 

ll/l95l. . 




Tranaatlantlca Charter Hire 


Item 6 requests that it be detemlned whether the charter 
hire on the seven victory ships was to bs remitted by Tran sstl an tics 
to Victory or whether charter earnings of these ships would be .. 
committed to the repayment of any bank loans. It was also requested 
that it be detenlned Whether the payments were made direst to 
Victory or to some bank. ^ 
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An examination of the Tlotory records' reflected tj^t$fce 
barter hire on the aevsn Victory ehlpa wee promptly remitted 


.♦repsAtl entice to Victory. The records failed to dlseloee_ 
these charter earnings were committed to the repayment of eny^ 
Ibaaauv 
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PURCHASE OP PACIFIC TANKERS, INC. 
STOCK PROM USPC BY VICTORY 
CARRIERS, INC. 
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Item 8 states that in July, 1950 Victory purchased " 

the stock of Pacific Tankers for the amount of $1,877 *000. 00. 

This item further states that the down payment was $800,000*00 
and it was requested that it he determined whether the $800,000.00 
was ever paid,' was it a cash transaction and ifcat was the source 
of the funds. It was also requested that it be determined thethar 
the balance due on the stock has been paid. 
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The USPC minutes reflect that at a meeting of the Board 
of Directors held June 21, 1951 ROBERT L. BERKNSON stated that 
negotiations were under way for the sale by USPC to Victory of 
all of the stock of Pacific Tankers for an amount of not less 
than $1,600,000.00. No further reference was made to this trans- 
action In the minutes. . . ^ - 


The minute book contained a copy of a sales agreement 
dated July 19, 1950 between USPC and Victory wherein USPC sold 
all the outstanding stock of Pacific Tankers to Victory for 
$1,877,955*58. An examination of the Victory records reflected 
that the purchase price of $1,877*955*56 has been paid by Victory 
to USPC* . .... , _ v' 

There is set forth below a Schedule showing the dates 
and the amounts of the payments by Vlotozy to USPCs 


Date 


Amount 


v, 


July 21, 1950 
May 1, 1951 
June 4, 1951 
October 9, 1951 
December 28, 1951 
January 24, 1952 
February 1, 1952 
February 7* 1952 


. Total 


. «/•*;»** <i* v * 






’-fc -a- :* 


$ 800 , 000.00 

377 , 955*58 

50.000. 00 
300,000.00 

75,000*00 _ . . 

75.000. 00 v 

100,000.00 

. 100 , 000,00 J fe.' 
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:*.• : / As previously set forth 

paid by Victory to USPC on July 21 
$600,000*00 by Victory from SSY* 


•* — * ■? 




, the source of the #800,000.00:?^ 
2* 1950 was a withdrawal otjT^X^iiL 


As set forth previously, the source of the #300,000*00 
paid by Victory to USPC on October 9» 1952 was an advance of ’ 
#300,000.00 made by Oceanic Transport to Victory on October 9, " 
1951. 


•* . 


The remaining payments came from the general funds of 
Victory and it was not possible to make a definite detenainatlon 
concerning the souroe of funds used to make such payment* • 


• f': J 


HI SCELL AHBOUS 

^^^^^trt^o^page Ip of Hew York report dated May 10,\j]^ 
1952* SAs prepared Exhibit H, a schedule of the 

monthly balances of the USPC group and the foreign group, together 
with a consolidation of these balnces* At the time this exhibit 
was prepared SSY had not obtained permission to mdce available, 
the records of 3RINAMAR, a member of the foreign group* 

~ On June 24, 1952 FAUh P. DALY, SSY Controller, advised 

SaH^§ that permission had been obtained to make ERIHAMAR records 
available* SA examined the ERINAMAR records and adjusted fel^ 

Exhibit H to lnolude the ERIHAMAR monthly balances, which necessita- 
ted adjustments for the months August, 1950 througi February, 1951* 

There Is attached hereto Exhibit H Adjusted, which contains 
the data sst forth In Exhibit H plus the Inclusion of the monthly 
balances of the ERINAKAR account* 

American Steam- 
ship Agw^y^mf^^f^mWrvleweaT^TAjl^^^^and the writer Vi®" 
in the pretence or his attorney, tSDVkttD j. tctss, “of Breed, Abbott 
and Morgan, at the office of instant company, 655 Madlaon Avenue, 

Hew Yoric City. ^ s 

jad vised that h^iecam^affillated wltt Central 
Agency, Xno.JPH^HHHHI 1“ capacity. *f-j 
His duties since tne^^av^oeen mainly those© ]*?/£''' 
or Traffic Manager* He advised he has no connection with any.-c.ff^ 
the ^sojpanies in either the USPC or ARIONA group* , ^ ' 
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He examined a memorandum dated December 29# 1950 
addressed to SSY which requested that the attached cashier * a 
check In th^^j^jct of #700,000,00 be credited to the ARI0HA j'L 
account. advised that the Initials appearing In the o/c*" 

lower left-hand corner of this memorandum are those of GHOBGE. 


.wit a _ 

EUi aUQDVlii 


tr ^ * j - i J 1 1 i. /■* rv*\ -an y? /lArmrTO ^ A 
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the financial transactions of Central American Steamship Agency, 

Inc. . ..... .... ^ . '. - ■ 

as unable to recall the transaction set forth yfc. 
In the December 29# 1950 memorandum. He claimed he had no Infor- 
mation concerning the reason for this #700,000,00 deposit at SSY. 

He further claimed he has no information concerning either the* ^ ■ 

US PC or ARI0NA accounts, 


June 30, 1952 HIC0IAS C0KKIMIS was Interviewed by .V , 
SA|H|^B§and the writer In the presence of his attorney, 
E)WAmr7!iDSS, of Breed, Abbott and Horgan, at the of floe of •„ 
Central American Steamship Agency, Inc., 655 Madison Avenue, - 
Mew York City. COEKINIS advised that he has been President of 
Central American Steamship Agency, Inc. since February, 1947* 

He haa also been a USPC Vice President and atockholder aince 

194®. - .. a -4 : - .V*. 


COKKINiS stated ha'has no ' x«cbllactloh~of the memorAndOtt 
dated December 29, 1950. He searched the Central American Steam- 
ship Agency, Inc. files but was unable to locate additional 
correspondence or documents pertaining to Instant memorandum. Ha 
stated that CHASSIS was In Hew York during December, 1950 and may 
have Issued verbal Instructions to Central American Steamship 
Agency, Inc. to forward the #700,000.00 to SSY. COKKINIS advised 
that Central American Steamship Agency, Inc. is the agent for the 


a - ■ ■ v.aws 4 «a 4« ♦Vi* a »t nw A 
HUUi^nuito a >4 vuv 




He advised that he could furnish no information ooncera- 
lng the purpose of the #700,000.00 credit to.ABIOMA** account *t. 
SSY on Deeesber 29# 1950. 


COKE IN IS stated ha was aware of the fact that Victory— ... 
had large credit balances at SSY vfolle USPC had correspondingly . 
large debit balances. It was his Impression that BEHBMSOH bad., am 
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Maintain a setcredlt balnea at SSY. OOKKINIS stated ha obtained* 
this ingress ion from conversations ha had with BERMS OH g" i* * • V * # d | . 

i* ,/ P . k . ... , ^ - :'^' ^- ■ ■' ' 

4 ^ ' COKKIHIS statad there definitely vara no vritteta IJgr es ' 

cents between SSY, USPC or any member of the USPC groq> ( ha &■ \ 
advised that SSY did not have a legal right to offset a Viotory- /:: 
credit balance against a USPC debit balance. He stated that, if ~ r 
a member of the USPC group having a credit balance requested funds.-, 
fro® SSY ~ SSY uould hiT$ b6$n ?6Qulj*6d fee honor tills pdvivSt t *— *} 
gardless of the amount of the debit balance In the account 
any other member of the USPC group, COKKIHIS stated, l»vevar # £ j.' - 
that to his knowledge this situation never arose and he would have 
considered It unethical for any member of the USPC group to with*-' 
draw funds from SSY if such withdrawal would place the USPC group “ 
as a package in debit balance at SSY, • . :• ? C - 


COKKIHIS stated that to his knowledge there was ns 




understanding that the ARIONA group and the USPC croup would be 
considered as s single packsge^by SSY, He advise? that most of 
the funds fwrnlihed by ARIOHA to SSY were furnished directly 
AHTOHA rather than through Central American Steamship Agency* 
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ENCLOSURES (2) TO BUREAU ..... . - 

- 1 -■--- _ ■ . v . - - - . " UA fyp A* • * ; Vf fa - *■ 

* . * ’’ ' i’. , .^.*7 ’7 " . „ . *?,; ,•«*. "■?*,' ■ .. - ■■ 

1, Photoetatlc copy of a memorandum dated December 29, 1950 

instructing SSY to credit attached cashier* a check of_Hatlonal City 
Bank of Hew York, number in' 85512 1, dated December 29 * 1950, to . 
the ARIOHA account, A photostatic copy of cashier* a cheek FT 855121 
is attached to the memorandum. . .^w 

2, A blank eopy of the monthly affidavit (Form HA-4i6) that . 
was forwarded each month by Victory to the Maritime Comolaaion, 
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-JJORTH AMERICAN SHIP PING. ANIL, - 1 : 

TRADING„CO^, INC.; ET AL - 

CMAHACm OF CMC * : " .•',V* 

FRAUD AGAINST THE ' ; 

GOVERNMENT .'^•>-••*^••-5^ 


cVMopsia or 


^ /'( t r<stp£ two tankersby PTI to USPC in 19^9 .0 

^<^C/yA^ /) " ^tained from JOHN A. McCONE and set outV 

~ 

^!C(-s v 


f/ 


written summary of negotiation and.' sale 

two tankers by PTI to USPC . in 19^9...9b*^l#^'l^^; : ':- 

• VljoV ffe’ii-'. : ' - * -i ■ - 

ROBERT L. BERENSON, president, USPC, certi^Xt^r"“ : -. 
fled that he was a citizen of the United 


r t , 


States; that the president and jnanaging;***^}' 
directors of USPC were citizens of the .*• * s /. : Z'~ 'y$4c,~' ■ 
United States; that the controlling Interest yjy/z-. 


m' 


1 in USPC is owned by citizens of the United 

j fM- ^ m 4- A>U. a i. 4 i- ^ a 4* a m vm«% 4 a«» 4 4-** a I* 4* W # 

O bd tCD j l/litf U l/UC title tv a UK3 JOl i Ujr, ui - 


l. 
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stock of USPC is vested in citizens of they 
I /United States, both at the beginning and end 
. /Jr of negotiation concerning purchase by USPC 

two tankers from PTI. •; >.• ,■ - rz v. Vi S£fc: 


r.i •*: 



i ' l‘ Vi y y* .. . ,.;i 
* * i. .. v V. - . •> 

^ A] 

- ^ < --V * 2 “V ’ «-• 




DETAILS: 




bxped: 




OTd 


• V 

f'V-:- i 


ration 


« 


JOHN A. McCONE, President of Joshua Henfly'Coi 
and Chairman of the Board of Directors, Pacific Far Ea§t Line/ 
Inc., Room, 312, General' Petr oleum Building, 612 South Flower Street 
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Los Angeles, California, stated that he had reviewed his files 
and had prepared the following written summary, the original of 
which is being maintained in the Los Angeles file of this cases 


"Los Angeles, California 
July 3, 1952 


"Pacific Tankers, Inc. was organized in May, 1943 
for the purpose of operating tankers being constructed 
by the War Shipping Administration. --- v 5: 

"The officers and directors of Pacific Tankers, 

Inc. were as follows: 

Directors: S. D. Bechtel 

K. D. Dawson 
J. A. McCone 

J. L. Hanna 

w. T. Sexton .. 

Officers: K. D. Dawson, President > 

William T. Sexton, Vice 1 v 
President - * ■ - • 

Arthur A. Layne, Secretary- 
Treasurer 

Harold E. Hedrick, Assistant 
Sectry.-Treas. 

"Under date of June 7, 1943, the following stock was 
Issued: 




NAME 

Federal Engineering 
Corp. (Subsidiary 
of Standard Oil Co. 
California) 

K. D. Dawson 

W. T. Sexton 

S. ilfiechtel 

- W*- j ^ -T " |r — 


ADDRESS • 

225 Bush St., San Francisco 


SHARES - 

6,000 

■.V v *y • 





222 Sansome St., San Francisco 
222 Sansome St., San Francisco 

a; ^ - ■ . - ■ . 

155 Sansome St., San Francisco 

1 - -- ’ ~ - j *v- *.-- • * — 
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John A. McCone 





601 west 5th St., Los Angeles 




"The first vessel was accepted for operation on '*-■ V 

July 10, 1943# and between that date and October 31# 1947# ' 
a total of 12o vessels were accepted from the War Shipping ^ 
Administration or Its successor, the United States Mari- 
time Commission. Operations were carried on under a General 
Agency Agreement between Pacific Tankers, Xnc« and the 
War Shipping Administration, dated May 19# 1943, Contract 
No. WSA-4942. 


The peak of the operations was reached in October," 

1945. Luring that month, there were 81 vessels in opera- - 
tlon. . ‘ : 

"Following the cessation of hostilities and a re- - : 
duction in the requirements of our Armed Forces for the 
transportation of bulk petroleum, the Maritime Commission * 
made available a considerable number of war built tankera 
to American companies who desired to purchase such ships 
under the Ship Sales Act of 1946. These sales were started 
in July, 1947. As a result of these sales and a decrease 
in the need for operation of Government owned ships, the ~ 

size or the operating fleet of pacific Tankers, Inc. 
gradually decreased. 

"At this time, the Net Worth of the company was as 

indicated in the attached Pacific Tankera, Inc. Balance * 

Sheet of July, 1947. . 

"It should be noted that during this period, between 
July, 1943 and July, 1947# the earnings of pacific Tankers, 
xnc. were about $640,000. it had been the intention of * 
certain stockholders of Pacific Tankers, Inc. to continue 
in commercial operations after the war and to that end 
plans were made a a early as 1945 for the acquisition off 
tankers either by purchase or by new construction.*-- * 

"Numerous events took place affecting both the owner ^ yspi ^ r 
ship and the future of the company. Mr. K. D. Dawson/ 
the president, died In 1947. . The Federal Engineering 
Corporation (a subsidiary of Standard Oil company of Cali-£ ^& £- v 
f ornia ) , owners of 6056 of the stock, and also Mr. W. T. - 


Sexton decided to withdraw from the corporation. 
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, t ‘ "J e " stockholders, including Mr. John M. Frankliri^^JX ’ 
(United States Lines), Mr. Edmond J. Moran (Moran Tow- * vw -~ ? * v ' 
ing & Transportation Company), Mr. Clyde E. Weed (Ana- v 
conaa Copper Co.), Mr, John L. Simpson (j. Henry Schroder ' 
Banking CorDoration), Captain T. Reiber (Barber Oil 
Corporation), and others (complete list attached), • .* 
acquired various amounts of stock, for which they sub- * 

scribed in cash. •• ' 

"It was decided to acquire two T-2 tankers which 
were offered for sale by the 'Maritime Commission. How-v-V - 
ever, the directors of the corporation were cognizant - - — - 
of the Maritime rules concerning the net worth and working 
capital position of any corporation acquiring tankers, - 
and it was then recognized that Pacific Tankers, Inc., 
even with the new capital subscriptions, did not qualify, 

"Therefore, it was decided to merge the Pacific 
Tankers, Inc. company with Industrial Equipment Company,, ~ 
a company owned by Mr. S. D. Bechtel, Mr. K. K. Bechtel, 
and Mr. John A. McCone. 



After these transactions. Pacific Tankers, Inc., was 
of sufficient substance to qualify for the acquisition of 
two tankers, haying a net worth of about $1,850,000.00 -..J ■' 
suu working capital sufficient to meet the statutory re- 
quirementa. J . . 

"There is sttached a Proforma consolidated balance ~ 
sheet as of February 18, 1948, the Auditor's Report there- 
on being retained in my file, and also a list of the 
stockholders of the corporation after the completion of ’ ' 

the above mentioned transaction. v J - 


Two ohipB were purchased, the MONTEBELLO HILLS and " 
the McKITTOICK HILLS. The transaction was covered by 
Contract McC-61065 between the United States Maritime ° ^ \ 7 

Commission and Pacific Tankers, Inc. The purchase price of ^ 
the vessels was as follows: . 


VESSEL ; 

McKITTRICK HILLS 
MONTEBELLO HILLS 








~ k ■“ * if- * 

V *:*- •'< - 1 
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OFFICIAL NUMBER PURCHASE PRICE ^5 * 

(MC Hull 1841) 847017 ♦1.707,798.23 ; 

(MC Hull I838) 246851 ♦1,700,461.68 

- ' J 
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"The McKITTRICII HILLS was chartered to Oroupement 
D'Achat des Carburants, a semi-official French Government^- /- 
Agency, for two years, and the MONTEBELLO HILLS was char- ' / -.S- 
tered to various parties on a voyage basis. 

About the same time the company entered into a 
contract with the War Shipping Administration to operate 
a fleet of Government-owned tankers. Pacific Tankers /^^i r ^'C'rv- 
Inc. was selected as one of four operators. This contract, : 6 tL 
and renewals thereof, are still in existence, having been 
transferred to Joshua Hendy Corporation for reasons men-' ^ v 
tioned later.. ----- v — 

"Because of unfavorable conditions in the charter * 7 . ; 

market, which developed In the summer and fall of 
decision was reached to dispose of the tankers. Ths * -r 
directors of the corporation approved such a sale a nd s - • 
Admiral Moran, at the request of Mr. McCone, offered the'- 
tankers to the United States Petroleum Carriers, Inc.' 
who were interested in purchasing tankers, and who, 
was reported, had recently acquired ships directly from 
the Maritime Commission. 


V’l 

ig - 




It was recognized that the United StateB Petroleum : 
Carriers were represented in negotiations by Messrs. Onnansls 
and Cokinnis, in addition to Mr. R. L. Berenson, the , — 

president, and therefore, management and directors were 
concerned about the nationality of the purchasers. 


A.*.- 


"The purchasers desired to buy ell of the outstanding 
stock of the corporation as by so doing they would acquire — 
title to the ships, and. In addition, would ascend to the x ^‘ : - * ’ " 
purchase contracts which had been arranged by Pacific 

Tankers, Inc. and which carried with them long term ship 
mortgages. • r ‘ ' ■ 


.i • j ^ ' , *1 •* * 


"On January 4 , the firm of Kirlin, Campbell, HlckoK^*^^ 

& Keating gave ua an opinion that the sale of stock waa^T^'^- 
controlled by the Maritime Act of 1916 and they, therefore, > ^ v -' 
advised us to secure affidavits concerning the citizenship 

of acquiring companies, and to present the affidavits 

i “ , “ - ---- - - - - 




citizenship to the Maritime Commission when seeking their 
approval of the transaction, mis was done, we not oniy~< 
secured affidavits of citizenship at the time the 
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negotiation was first* entered into, but we secured a 
similar affidavit at the time the negotiation was 
finally completed and the moneys were paid over to us 
for our stock. 


we aia more man mis. we reis mac in aaaicion 

to legal conformance, we wanted to be sure that we 

were absolutely Bound from the standpoint of our 
national interests, inasmuch as both the directors and 
management of Pacific Tankers, Inc. looked with con- 
cern upon the possibility of American tankers falling 
into the hands of foreign powers, be they either - - 

friendly or unfriendly. Therefore, Admiral A. F. Carter, 
president of Pacific Tankers, Inc., discussed the trans- 
ection with Admiral Smith, the Chairman of the Maritime 
Commission, and secured from him unqualified approval 
of the transaction. In the se/eral discussions, the fact 
that the Maritime Commission itself had Bold BhipB to 
the United States Petroleum Carriers, Inc. was considered 
evidence of the Maritime Commissions's approval of our 
sale of the T-2 tankers. 


"The United States Petroleum Carriers, Inc. desired 


co acquire a corporation Which had Sufficient substance 


to qualify as regards net worth and working capital, but 
they did not wish to buy a corporation which had assetB 
in excess of the minimum. At the time of the transaction. 
Pacific Tankers, Inc. had accumulated a net worth con- 
siderably in excess of the minimum. Therefore, a portion 
of the stock was retired, using earned surplus for this 
purpose, and as a result, the corporation was reduced In 
size to approximately $2,000,000 of net worth. In other 
words, the number of shares was decreased and then United 
States Petroleum Carriers, Inc. acquired all of the shareB 
outstanding after the reduction. 


"Other assets of Pacific Tankers, Inc., such es the 
Navy Contract, certain residual activities of the then «. , - 
dormant Industrial Equipment Co. were transferred, with 
the approval of the Navy Department and the Maritime 
Commission, to Joshua Hendy Corporation. Details of this 
transfer were fully disclosed as is indicated by approvals 
issued by both the Navy and the Maritime Commission 
authorizing the respective transfers. , - 




6. 
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"Following these ‘transactions, the shipping - , - • 
activities not sold to United States Petroleum Carriers, ; 
Inc. were operated under pacific Tankers Division of 
Joshua Hendy Corporation, and are still continuing under 
that management. 

"Following is a liBt of the directors and officers 
of Joshua Hendy Corporation: 

Directors - • — • 

it v n A 

Pl • IV, DCUUUCA 

S. D. Bechtel - "" “ ’ 

R. L. Bridges 
Allen Cameron 
John A. McCone 
Alden G. Roach 


Officers 


John A. McCone 
S. D. Bechtel 
K. K. Bechtel 
Allen Cameron 
J. M. Tescher 
W. C. Ryan 


President 
Vice President 
Vice President 
Vice President 
Secretary and Treasurer 
Assistant Secretary 


"The important considerations in the entire trans- 
action are these: 



"a) In the original purchase of the tankers from 
the Maritime Commission, the stockholders of 
Pacific Tankers, Inc. provided the corporation 
the net worth and the net quick position 
sufficient to qualify for the acquisition of 
the two shipB. Pacific Tankers capital 
structure was provided from its original 
cs pitnl gnrj 62 rnsd surplus # substs p.tisl nsif 

funds subscribed for common stock and, - — 

finally, the assets of Industrial Equipment , 

Co. which was merged into Pacific Tankers, ” 4 ^% • 
Inc. No stockholders' losns nor outside _ 
loans were put forward to qualify the cor- 
poratlon under the Maritime rules. 

. -a .... -*j :*AV 

7. ' 
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M b) In selling* to United States Petroleum 
Carriers, we were concerned with the 
citizenship or the acquiring corporation 
and secured evidence that the acquiring 
entity was an American citizen, as de- 
fined under the Maritime Act of 1916. We 
furthermore explored the transaction from 
a legal standpoint, as well as our 
national Interest, with the officials of 
the Maritime Commission, Including the 
-chairman, and secured unqualified approval 
of the transaction prior to making it* 

"c) Prior to selling the stock of Pacific Tankers, 
Inc. to United States Petroleum Carriers, Inc. 
a reduction in the net worth of Pacific 
Tankers, Inc. took place through the retire- 
ment of a certain amount of the outstanding 
stock. There remained in Pacific Tankers, 
Inc., prior to and at the time of the sale, 

A npf wnr'f.h of* 40 OOO CiOCi wH 1 nVi itinrs than 

“ W# V * * VWjVVVj V I i ^ V » i mw * V v«*v • • 

met the statutory requirements of the Mari- 
time Commission as regards both net worth 
and working capital. Therefore, Pacific' 
Tankers, Inc. met the requirements of the 
Maritime Commission as to net worth and 
working capital at the time of the sale. 


/s/ John A. McCone 
July 3 1952 

Witness: - 

Tereace M. Lee 
July 3, 1952" 

Mr. McCONE made available his files concerning this 
transaction, and the following documents were photostated: 

. Pacific Tankers, Inc. Balance Sheet, 
dated July 31* 1947. 
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2, Pacific Tankers, Inc. Stockholders of 
Record as at August 18, 1948. 



3. Pacific Tankers, Inc. Pro Forma Balance 
Sheet dated January 31# 1949. 



4. Pacific Tankers, Inc. Pro Forma Consoll 
dated Balance Sheet dated February 18, 
1948. 


4 A*;'’ 


' Tf-'J 


■ 



5. Stock Purchase Agreement between Pacific 
Tankers, Inc. and United States Petroleum 
Carriers, Inc. dated February 9, 1949, 
part six of which states: 

" Representations and Warranties by the Buyer . 

The Buyer represents, warrants and agrees that (a) 
it 1 b now, and upon the purchase by it at the 
closing as provided herein will be, a citizen of 
the United States as defined in Section 2 of the 
Shipping Act of 1916; and (b) it will on the 
closing deliver to the Sellers an affidavit of 
citizenship executed by its President in the form 
annexed hereto. 1 ' 



6. Affidavit by ROBERT L. BERENSON, dated March 8, 
1949# as follows: 


"I, ROBERT L. BERENSON, President of UNITED 
STATES PETROLEUM CARRIERS, INC., do hereby certi- 
fy that the representations and warranties of 
UNITED STATES PETROLEUM CARRIERS, INC. contained 
in parag^ph 6 (a) of the Stock Purchase Agreement 
dated January 20, 1949 between the stockholders 
of PACIFIC TANKERS INC. and UNITED STATES PETROIEUM : ^ " 
CARRIERS, INC. are true as of the date hereof. 


"IN WITNESS WHEREOF, I have hereunto sub- 
scribed my name and affixed the seal of Bald 
corporation this 8 day of March, 1949. 




/a/ Robert L. Berenson" 
President 
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9. 


10 . 


11. 


Supplemental Agreement between Pacific 
Tankers, Inc. and United States Petroleum 
Carriers, Inc., dated February 9 , 1949. 

Copy of Escrow Agreement between Pacific 
Tankers, Inc. and United States Petroleum *:•-• 
Carriers, Inc. and J. M. WARFIELD, dated 
January 20, 19*19. 

Supplement to Escrow Agreement between "" ■ 
P'ACTANK and USPC, dated February 9, 1949. 

Conformed copy of letter dated January 31# 
1949, from Pacific Tankers, Inc. to U. S. : 
Maritime Commission, Washington, D. C., 
pertaining to transfer of General Agency 
Contract (NSA 4942, dated May 19, 1943) 
to Joshua Hendy Corporation (Pacific Tankers 
Division) . 

Copy of letter dated January 3, 1949, from 
Pacific Tankers, Inc. by J. M. WARFIED to 
A. ONASSIS and N. COKKINIS, which states in 
part: 


v*'- 

’ *■*?. * ■ T ' : 

4-. 


fS. 


"(4) Your acceptance of this offer shall 

constitute a representation and warranty that 
upon the sale, transfer and delivery to you of all 
of its capital stock, as herein provided. Oil 
Transport, Incorporated will be a citizen of the_. 
United States, as defined in Section 2 of the .. Z'~ 
Shipping Act of 1916. Evidence of such fact will 
be furnished to Schroder Trust Company as part of 
the escrow hereunder* And, In addition, you will 
furnish such further proof of such fact as may be 
required by the United States Maritime Commission 
for ite consent and approval to the transfer of 
the McKITTRICK HILLS and MONTEBELLO HILLS to Oil 
Transport, Incorporated." 




12. Affidavit of ROBERT L. BERENSON, dated 


January 28, 1949, a*a follows: 
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"I, ROBERT L. BERENSON, of New York City, New . V. 
York, b wear or affirm that I am President of the United 3 
States Petroleum Carriers, Inc., a corporation organized 
under the laws of the State of Delaware, with offices at 
52 Broadway, New York City, New York; that I am a citizen 
of the United StateB of America by birth, having been 
horti at Boston, Massachusetts, on October 12, 1913 (or) 

by naturalization before the ___ for 

Xname of Court ) 


on 


(district. County or State 


(date na tura llzed')" 


having been issued Naturalization Certificate No. ; 

that the President and managing directors of said 
corporation are citizens of the United States of America; 
that the controlling interest in said corporation is • 
owned by citizens of the United States of America; that 
the title to a majority of the stock of 6aid corporation 
is vested in citizens of the United States of America free 

O r*i r f Wnof Av» f 4 akiw nkl 4 4-4 4 n a# aa*. 

** WMi UUJT Wi uy W V* A iUU V Xo I J UUiJ.5at/lUU XU IflVUi' U1 atljf 

person not a citizen of the United States of America, and 
that such proportion of the voting power of said corpora- 
tion is vested in citizens of the United States; that through 
no contract or understanding is it so arranged that the 
majority of. the voting power of said, corporation may be ^ 
exercised, dire'c t ly or Ind Irectly, in behalf of any per- 
son who is not a citizen of the United States of America; 
that by no means whatsoever is the control of said corpora- 


f.lnn hnrvn nr* riownHtorf i~ a Ke 

V 14 V W V * A VM W ^ J V4 W 4 V V VU " 


OVOnn ^ p V«tr en<ir 

vxvwu ujf Ciujr 


person who is not a citizen of the United States of America. 

/a/ Robert L. Berenson 

"Subscribed and sworn to before me this 28th day of 
January, 1949. 

/a/ Ernest P. Lang - •- 

Notary Public V • 

ERNEST P. LAND * : 

Notary Public in the State 
of New York 

Residing in Queens County 
< Queens Co. elk's No. 4517, 

Reg. No. 387 -L-0, N.Y. Co. .r 
i — Clk's NO. 1194, Reg. No. • ^ 

1020-L-0 . 

,, Commission Expires March 3°# 195°%^^ 
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13. Affidavit of ROBERT L. BERENSON, dated 
March 8, 1949# as follows: 

"1/ ROBERT L. BERENSON, of New York, New York, 
swear or affirm that I am President of the UNITED STATES 
PETROLEUM CARRIERS, INC., a Corporation organised 
under the laws of the State of Delaware, with offices 
at 52 Broadway, New York, New York; that I am a citizen . 
of the United States of America by birth, having been 
born at Boston, Massachusetts on October 12, 1913; that 
the President and managing directors of said Corporation 
are citizens of the United States of America; that the 
controlling interest In said Corporation is owned by ci- 
tizens of the United States of America; that the title to 
a majority of the stock of said Corporation is vested in 
citizens of the United States of America free from any 
trust or fiduciary obligation In favor of any person not 
a citizen of the United States of America, and that such 
proportion of the voting power of said corporation is 
vested in citizens of the United States; that through no 
contract or understanding Is it so arranged that the 
majority of the voting power of said corporation may be 
exercised, directly or indirectly, in behalf of any per- 
_ son who le not_ a. c i t i zen. of .the Unit^ StateSr^f J^ericaj 
- « -2 ~^h^~Tjy-lit> ^ 'Wha tsoever' is the control of said cor- 

poration conferred upon or permitted to be exercised by 
any person who is not a citizen of the United States of 
America . 


Subscribed end sworn to before 
me this 8 day of March, 1949. 


/a/ Robert L. Berenson 


/s/ Christian R. Ehrhardt 
Notary Public 

Christian R. Ehrhardt, Notary Public 
in the State of New York, Residing in 
Queens Co. Clk’s No. 1336, Reg. No. 

53. E-0, Cert, filed in N.Y. Co. Clk’s 
No. 234, Reg. No. 110. E-0, Cert, filed 
in Kings Co. Clk’s No. 77# Reg. No. 94. . 
' -E-0, Cert, filed in Bronx Co. Clk’s No. 

19, Reg. No. 49 -e-O, Certs, filed in 
Westchester and Richmond Cos. ■ :• 

Commission expires March 30, 1950* 
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13 enclosures to Bureau and New York 
Office as set out above. 
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WFO teletype to Bureau and Los Angeles. 

5/26/52 

Los Angele s teletype to Burea u. 6/18/52 

R ? p0r » ' 5/8/52/ 

Los Angeles. 
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DIRECTOR, FBI (46-3^7^3) 
SAC,VFO (46-2607) 


to 
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•J \ "" '•“■■"■■ 

. *■* * 

^*Ues government 

, - r ^ * ^.. . J. ** ... 

d atb: July 24, 1952 


SUBJECT* 





NORTH AMERICAN SHIPPING AND 
"JHADING COMPANY etal •“ 
FAG 


/ ; 


at New York. 


Re report of 


: “ . ' - 
‘ ' ' ■ v W^. - J**V , 1 , ■ - 

. ... 

(A) dated July 2, 1952 P 


‘ ' rv ■ . 1 • 

On July 24, 1952. Mr. ALLAN J. KRODSE, Departmental 
Attorney, contacted the Washington Field Office and stated that v 
he vculd like to secure information regarding two items as ■ . 

follows; 


(1)‘ Page 13 of referenced report shows cash '' 
receipts of $1,333,350.94 during August, v' 
1949. and cash balance on August 31* 1949. 
of $1,633,927.43; that $950,000 of cash 
receipts came from SSY on August 15, 1949# 

Schedule A shews Victory account with SSY 
for July, 1949 in debit of $51,115.09 and 
consolidated debit of $228,063.59, and far 
August, 1949, a credit of $73,747 .85, and 
a consolidated credit of $121,725.69 ' 


- ' ■ 
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Since Insufficient credit balance with w 
where did $950,000 come from? When was it returned and to 
whom? Did It come from ARIOKA or what was source? - ' * v 

(2) On M?rch 31^ 1950, General Financial State- 
ment filed for year January 1, 1949 to 
December 31, 1949, (Page 10 of Reference' 
Report). This statement reflects cash in 
amount of $1,167,151.96 as at December 31, 
1949* ’ * 
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QUERY 


. ** ■->* 

/ - ■*■ T* ■* - ■ : *j 


• •;< 


Could the 1950,000 have been Included In thiY^-y? 
amount of cash as at that date? In other vords, vas amount of/V ' 
cash reported false? . , 


31, 

cut 
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I/t* ^TPnTlQTT a^«! «ai^ +>*«+. *1 ^ 4 *>m:s fttatcTfAnf t 
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19^9. can be proven to be false, that the status would run *fi 
within the next thirty days, ■.•'?■'•** 


The Ifev York Office is requested to Immediately " 
furnish the information by report or letter so that MR, KROUSE.f^ 
may be correctly Informed as to the matter herein discussed, .-:. 
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Director, FBI (46-17783) 

.SAC, New Tort (46-2507) 

r ) 

NORTH A1EPJCAK SilFriNQ JLHD 
TRADING COUPA.NT. ET AL 
FRAUD AGAINST THE QOVERKMEKT 


DATBi July 30, 195? 
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e »c 
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Re NFO letter to Bureau dated 7/21/52 which states that Hr. ALLAH J. 
XROCSE, Depart rental Attprrev^would like to eecure info neat ion regarding two 
itetsE'in report of 7/2/52, Mew lork. 

The following consents concerning It ex #1 are being aet forth* 


f 

r CJ> 


follows* 


It is to be noted that page 13 of referenced report also states as 


V;* ■ 
i -i 

-i- 


•An analysis of the Victory Cash Disbursenents Journal revealed that 
aaounts of $200,000.00 and $100,000.00 were paid by VICTORI to SST on August 23, ‘ ; 
1949, and August 25, 1949, respectively. Instant enounts were debited to Victory ' t 
SSI account receivable end credited to Victoiy cash account. 




•The Victory cash balance as of August 31, 1949 was increased in Mount 
of $650,000.00 as s result of $950, 000,00 received fron SST on August 1 5, 1949j that 
is instant $950,000.00 less the aaounts of $200,000.00 and $100,000.00 paid by 
Tlctcry to SST on August 23, 1949 and August 25, 1949, raspectively." |f ' l i 

r U ■ 

As set forth on Schedule H, the following aaounts were paid by Victory . 
to SST and credited to the Victory account at SST during the period 8/1/1 (9 io 
8/31/U9* 


Date 

Anomit BYPu-ny^ 

J PR/d 

8/1/49 

$100,000.00 • 7 

tm 

6/3/49 

600,000.00 J 


8/3/49 

350,000.00 n 


8/23A9 

200,000.00 Stt 

- f 

8/25/49 

100,000w00 / 

A V 
' 




As » result of the above payaents by Victory to SST, Uctory hai a 
sufficient credit balance in its account at SSI to warrant the net receipt #! 

sf oreaentioned $650,000.00 in cash from SSI. * 

*•: " 7 /r f~'*~ 

It Is to be noted, as set forth on Schedule A, that Victory had • ■*■■■ 

credit balance of $73, 747*85 at SST on 8/31/49* This balance is after receipt 
of aforementioned net Mount of $650,000.00 by Victory froa SST. 
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The eource of Victory's fund* through 8/31 A? »m each advanced 
USPC together eritb charter earnings received froa Tranaatlantica* ; v ‘' / ' ‘ 

i. - * - * . ■ " - -•>- * * *T- v _ . ■ ^ f .*"*■* * sTv . ■- 




The 1950,000*00 as such was not returned by Victory to 8SI* There is 
set forth In Schedule E a list of pqrmenta is aaounta of |100,000#00 and errer 
made by Victory to SSI* ’•■ r J — • >•> •' « 

It is to be noted that the Victory aonth ending balances act forth cm v 
Schedule A are after cash withdrawals by Victory sod pgjment of Victory expenses i: 

by ssi . . • . . .. ; ’ j ’-. 
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In regard to I ten §2, the following consents are being nadei 
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The Victory cash account was not a static account* There was a oonstant 
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flow of cash in and oat of this account* ^ 

. - . - i ■ * * - j *' 
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As shown on Schedule 0, there were no withdrawals of eaah in Mounts of 7 
$100,000.00 or over by Victory froei SSI during the period 6/i6/i$ to 1J/31/V* ^ 
Agents' workpapers reveal there were no withdrawals of cash by Victory troa 8SZ ]i.\ 
during this period* ■ - . . . , • , ■ 

As diown on Schedule E, during the period 8/1 through 12/31AV 
Victory forwarded the foil coring Mounts of ossh In snounttf of $100,000*00 and 

over to SSI to be credited to ite account at 8SX* •■', /•: ' i ^ ‘ 
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8/23AV * >*. 

8/25A* - v 
9/l/k 9 r-.\- 
VA5A$ ' 

9/26A9 -v. 

10/7/to * ’f* i ,r 

io/2Vto ; 
llAW *' c* ; 



$200,000*00 
100 , 000*00 - 
<00,000*00 v 
<50,000*00 C 
200,000*00 
<00,000*00 
boo, 000*00 
<50*000.00 
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As shown an Schedule A* the ebove transfers by Victory to its account at - 
SSI bad the effect of increasing Its credit balance at SSI finon $7 3,7b7*85 M V31A9 

. .-yl jls shown above, sob sequent to the receipt af $950,000.00 in eesh by Victaiy 
free 8ST en 8/15 A? Victory forwarded a total of $1,800,000*00. in oaah $a 88f between 
8A6A9 and 12/SUk9» The anonat of $1,800,000*00 was credited to Vlctory^a account 
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Relet Hew Iork dated 7-30-52 


letter waa fished to 

•» 1. on °' mtiCt Kr - K0 ® 5 »« “«*U~ In « »ch « 

ballewd it anawmd to obt * 1 ? ttI * «4 

disbars emente. However, lb 2 eiSFttSS Sl«Tf »eeipte end ' 

* Mr. «& &M *-* ? ■ - - 

tola ease vill ba aaStainad° to^a^nan??^ praaan^y ontatandlng and 

cloaa ly Bniain. 10 • «*>“»« .tato. aubjaet to InrtroetianS to 
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/•' COATEmATKS PftSSEKTIPO VICTOR! CARRIFR3, IRC. PHASE OP THIS CAM* 5 
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TO THE CRATED JURY IH WASKIHOTOH, *t>^ O* DURING THE WEEK OP BOVEKBER s 

. *■-* ■ ■ ■ •■'/:{* -i -p— •*. . p. ; *y- v ~f ^0/ ^ 

SEVENTEEN, FIFTYTWO. DEPARTMENT ATTOniETS STAffiffHAT AOEHTS 



,F V ' • *■ » „ ^ ^ ‘ • . ‘ J _* ^ ^ 

WILL BE BECES3ARY WTHESSFS./ DEf ABTKEBT WILL 
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ADVISE 01 HOVEKBER POURTEEN, FIFOTWO, THE EXACT DATS THESE TWO AGENTS 


* j V ~ : ' K : ^ • trT, * \ 


PRESENCE IS HEEDED IH WASHIKOTON, D. C. ADVISE BY AIRTBL THE AVAIU 

• • •- • <■' . ••• '■ ■ ■ .; ifri't.’ **•■ •"**,/"» "•■ !.?'■:'■* '< \j -*V ■•> 

BILITY OP THESE TWO ACEHTS WRINO THIS PERIOD 


VAH:rt» 

46-17703 
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Krouae, Dapt* Attorney In conference with SA 


r- 

K\ 


L , w 

11/10/52 edviaed that Victory Carriers^ Inc. phase of tne 
claet oba presented to^nanaJurT^uring veek of 11/17/52 and that 
agents How York Office would be 

necesaar^S^neaaea. Srouae advised that he would advise Bureau by- : 
formal memo 11/34/52 as to the exa<jt date the presence of these two ~ 
agents would be needed.- 
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SAC, New York (46-2507) 
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ORTH AMERICAN SHIPPINO AND 
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On 11/24/52 SA(A)b H||^P[ an 
discussed the Investigation pertaining to U, s. Petrol sum ~ 
Carriers , Inc* and affiliated companies with AILAN KRQOBE, AUSAiV ‘ 
Washington, D. C. Mr. KROUSE was particularly interes te£ ln£he /< 
Investigation pertaining to Victory Carriers,^ Inei Tl»Aheiajf iT ,"X. 

■lent as of 12/51/SO and the relationship of USPC and affiliated 
companies with SSY. . 

^ ‘ c * iHBBI ^diafcusaad %fil 


On 11/25/52 wad 11/26/52 Si 

vestlgatlon pertaining to the North American snipping and Trading / 7 

Co., Inc. with Mr. XROUSE at Washington i v D.°t!. The discus a lonWa i ~ ’C^- 

principally relative to the foreign control Of. North Amer lean^JhaH \ 
to the possible false statements filed by the company with the 
Maritime Administration. * ' *. 




■ .. .. • •• -***&>•» *j$**U$&'* 

DEC 3 1952 


17 


? y Utc 8- 1952 




v / : j - r> 


fift V V* ^ " * T - ? '-** 4 * !*• A ‘V f t ‘ <^-V^ V 1*1 

PWw - ■' * -■ *2 - : - : : _ < ,> ;tv .. r. - - r ^ve v* ■ ■■■. ; r >, .. - ' *■ , ^ v^- * ■ ' ■ 

*um *- ■ ■ ■ ' * * ■ : . * T ‘ v'-* - ; *• * ‘ -v . ' ■ 


' * -':** ’* * ■ 


t:/“. -V' *’ J .' 

* r 1 - * » * _ ‘ V . 

. V‘ V. •*■ .. 




Office i\ 

ro t Mr. Ros 
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DATS: November 21, 1952 


Time of callt 12tl;0 a*m.v 



MifV 



faom t 0* F. Myere 
€> 

suejBCTt NORTH AMERICAN SHIPPING AND TRADING COMPANY INC. et 
.tf&AtTD AGAINST THE GOVERNMENT - .... 

— r — "x"’’::": ’ . 

In accordance with a request from the pifeartment.^f^! 
Night Supervisor Kaupai, New York Office, was telephonically 
advigg^whlle diaeusainganother matter that Special Agents 

gPHHHHIAa nd VliVHHHHI 1Te to report to the Bureau'' 

at nine a.m. on November 24 * iv52# for the purpose of discussing 
this case with the Department Attorneys. All work papers mf, 

O. 8. Petroleum Carriers of which Ylctory Carriers is.,A‘ j */ ^ 

subslduary should be brought with them. Also all work pijper^ 
pertaining to North American Shipping and Trading Co *>any, *^- 
should be included. 
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